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TZ called on President Johnson in his office at the White House at | 
12:45 today, accompanied by William Bowdler. Prior to the meeting 

I met with Walt Rostow who had prepared a letter for President 
Johnson's signature for me to hand carry to President Robles, 


The meeting with the President lasted about 15 minutes. He asked 
if I had seen the letter he was giving me for President Robles. I 
said I had and that I thought the letter would be very helpful in 
the conversations I hoped to have with President Robles on my return 


to Panama. 
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The President spoke of his impression that much of the Panamanian 
attitude toward the U.S. derived from matters of an emotional nature, 
involving pride. He said he would like to have drawn up by the 
various interested offices of the Government a list of the irritants 
and aggravations which affect the Panamanians and tend to strain U.S.- 
Panamanian relations, He added that the list, which he asked Bill 
Bowdler to assume responsibility for, should be made available to the 
U.S. treaty negotiators. 
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I agreed with the President that emotional issues and symbolism are 
extremely important in our relations with Panama, I referred to 


Panamanian 
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Panamanian sensitivity to such issues as the flag and Panamanian 
participation in canal defense. I spoke of the Embassy's efforts 
to avoid publicity and American statements in Panama which might 
be interpreted as proprietary or patronizing and added that 
because of ovr efforts to avoid such irritants I suspected some 
people might consider the Embassy more negative in its attitude 
toward publicity than we in fact wished to be. I mentioned 
further that since my arrival in Panama, my principal objective 
had been to "keep the lid on" in that country principally in order 
to maintain a proper atmosphere for the treaty negotiations--that 
an emotionally charged atmosphere in Panama would make it more 
difficult for the Panamanians to negotiate from reason. 


|The President wished me luck. 
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Mr, Robert L, Funseth, Officer in Charge, Portuguese Affairs 
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, . During a courtesy call on the Under Secretary for Economic Affairs, March 15, 
Pa the Portuguese Ambassador, Dr. Vasco Vieira GARIN, raised the problem of the cut- 
back of countries eligible for participation in AID off-shore procurement program 
which resulted in the removal of Portugal from those eligible, effective March 15. 
He said this action was a serious blow to infant Portuguese industries. He 
recalled earlier U.S. decisions which also had damared the Portuguese economy: 
(1) application of the Interest Equalization Tax; (2) restrictions of Portuguese 
textile imports to the U.5.; (3) elimination of Fortugal as a source for AID-_ 
financed pharmaceuticals for Viet Nam, The Ambassador particularly stressed the 
unfortunate abruptness of the order and pleaded for reconsideration of the effec- 
tive date in order to allow the Portuguese industries six to 12 months to find 
alternative markets, The Under Secretary took the occasion to express U.5, concern 
over the possible consequences of a failure of the voluntary oil erbargo against 
Rhodesia, He said we believe that one such result would be the likely imposition 
of sanctions ageinst subsequent violators, 
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1. Recent U.S. economic actions heving adverse effect on Port 
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a, ATID Off-shove Procurevent: The Arbassador said wher he requested the 


appointueat it was not his intention to discuss ary substantive matters but that 
on the previous day, Marc 


s 
h 14, the Portuguzse hud been inferred that they would : 
be no longer eligible te participate in cho AID otf-rhore peocureent progren. 
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With the Under Secretery's permission, therefore, he wishad to dis 
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this problem. He said this most recent U.S, action, coupled with one taken 

earlier this year by AID which eliminated Portugal as a source for pharmaceuticals 
to Viet Nam dealt a most damaging blow to infant Portuguese industries. He 
understood that the cut-back, based on last year's figures,would only result in 

a total savings to the U.S. of $25 million of which the Portuguese share was 

$6 million, or approximately 20 per cent of the total, The Ambassador said Portugal 
has not "stood jin line" and asked for U.S, hand-outs, preferring to try to help 
itself. Its Marshall Plan aid was modest and was, in fact, less than that received 
by the city of Trieste, He said Portugal has been trying to improve the standard 
of living of its people through a series of development plans and these efforts 

are beginning to show results, Obviously, he said, an important feature of such 

a plan is industrialization and that is exactly where U.S, actions have hurt the 
Portuguese most, particularly infant pharmaceutical and fertilizer companies, He 
noted that Portugal has an unfavorable balence of trade with the United States 
which has been increasing, He said the U.S. preaches liberalization of trade, 
citing the Kennedy Round, yet deals a crushing blow to Portugal's efforts to 


increase its exports, : : 


He complained that the $25 or $35million saved by the AID cutback would 
probably be off-set in the next few days by a grant of the same amount or larger 
to some country like Ghana. Yet, he said, the allies and friends of the U.S., 
like Portugal, are not accorded the same generous treatment, Moreover, he 
complained Portuguese industries should have been given a reasonable warning-- 
six to 12 months--in order to find alternative markets, He pleaded for recon- 
sideration of the effective date so that the Portuguese economy could make an 
adjustment with a minimum of hardship, The fmbassador said they were confronted 
with the same abrupt timing on the question of pharmaceuticals which was even 
worse, because it was retroactive, 


The Under Secretary seid he cowld appreciate Portuguese views on the abruptness 
of the order and while he could not offer the Ambassador any encouragezent, he 
would discuss this question with AID Adninistrator David Bell, 

He said the U.S, values our relationships with Portugal. He 


said this action. was not politically notivated nor was it a trade problem--it 

is an AID problem, He explained that the U.3S. has been cenfronted with a serious 
balance of payments probler. for 14 years, He said we have tried to solve this 
problem primarily through voluntary restrictions on the part of U.S, businessmen 
and a reduction of our AID program, He said nearly everybody is unhappy about 
these measures but we do not know how else we can do it, The Under Secretary said 
the U.S, is confronted with a genuins 

to reduce, one has to have guidelines and these cuidelines have to be applied in 
a fair and non-discrininatory way, One of the miidelines which the U.S. adoptei, 
he said, is per capita Gross ational Product, 
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The Ambassador interjected that Portugal has the lowest per capita GNP in 
Europe, 


The Under Secretery observed that Portugal is the last country in Europe to 
be cut from the AID off-shore procurement list. Moreover, it was noted that all 
of the countries remaining eligible, with the possible exception of Singapore, 
have lower per capita GNP than Portugal and that there are countries now being 
made ineligible which also have lower per cavita GNP than does Portugal. 


The Ambassador argued that these letter countries were probably major 
recipients of U.S, aid and, therefore, less deserving than Portugal for special 
consideration at this time, He again raised the abruptness of the order. 


The Under Secretary noted that the U.S, was obligated to do something to 
reduce the outflow of dollars and that while the action may have appeared abrupt 
to Portugal, the U.S, has had the problem for 14 years. We are pleased, he said, 
that we have been able to do so much for so long for Portugal by keeping her on 
the eligibility list until the present time, He said that we hope that it will 
be a temporary measure and that at such time as our problem is solved, we will 
be pleased to discuss again this problem with the Portuguese. 


_ bs. Interest Equalization Tax: Ambassador Garin cited the application last 
year of the interest equalization tax on U.S, capitel investments in Portugal as 
another harmfvl U.S. act on Portugal's development plens. He noted that we had 

not agreed to make an exception in the case of Portugal but continued to 


exclude Canada and Japan from the tax for certain amounts, 


The Under Secretary replied that Canada and Japan are unique cases in that 
both are totally dependent non the U.S, capital market, A complete cut-off would 
have a very serious effect on their respective economies, 


ec. Restrictions of Portusese textile imvorts to the U.S,: In addition to 


these recent measures, the Ambassador complained, the U.S. had restricted the 
importation of Portuguese textiles which had hurt that industry as well, 


The Under Secretary said that we had approached this problem in the same 
manner as the others previously discussed--by establishing guidelines end then 
applying them in a fair end non-discriminatory manner, He said he did not know 
any other way a country could apply such rules, 


The Ambassador said the rules were formulated in such a way that they worked 
to Portugal's disadventece for the quotas established were such that it could not 
meet all of them and thus was unable to take its share of the U.S. market. He 
mentioned the problem of classification of shirts, for exumple, which caused them 
particular difficulties. 


The Unier Secratary snid sll of Vestern Eurore hes quotas on textiles and 
é { 


KAKI oh - more tty 7 ag : { : yep soe bean _ +}, a Lovee ga Ty |e be 
finished frarmcents, F vid the U.S, byyo ore then any other coumtsy ani did not 
J ’ : 


cut anyone back from its level of imports, But, he explained, the U.S. could not 
afford to have its garment industry wiped out. He said we conceived a4 plan by 
which everyone vas allowed to maintain their existing level of imports and was 
also permitted to participate, on a proportionate basis, in the increased growth 


of the U.S, dorestic market, The Under Secretary said that if Portugal has some parti | 


cular difficulties, the Ambassador should prepare for him an unofficial paper. 
outlining the Portuguese textile problem with the U.S, and he would have his staff 


look at it to see if anything could be done, 


2. Rhodesian O11 Embargo: 


The Under Secretary said he would like to discuss the question of the 
Rhodesian oil embargo with the Ambassador, He said that if the voluntary embargo 
does not work, we believe the Afro-Asians could succced in getting the U.N, to 
invoke sanctions against violetors of the embargo, He said the British fear that 
Rhodesia is their greatest crisis since Suez and they believe that the future of 
the commonwealth and the present Wilson government is at stake, 


Ambassador Garin said he was not currently informed of the situation in 
Rhodesia but he was confident that no Portuguese oil was entering Rhodesia. He 
said Portugal is not a major oil-producing state, He said Portugal is a transit 
state and it believes it has an obligation to permit the trensit of its terri- 
tories of any goods arriving at its ports to interior, landlocked countries, 
such as Zambia, Malawi, the Congo and Rhodesia, The Ambassador 
said his government has reaffirmed this traditional position during the present 
Rhodesian crisis. He noted that Portugal has permitted unimpeded transit 

‘privileges to friend and foe alike and recalled that even during the height of 
the Angolan rebellion when Angolan terrorists were receiving auppore from the 
Congolese government, Portucal did not close the Bengvela Railroad to Congolese 


exports and imports, 


The Under Secretary said the success or failure of the Rhodesian oil embargo 
is not primarily ea U.S. problem but one for the United Kingdom and other countries 
more directly concerned, such as Portugel., The U.S., he said, would prefer to 
avoid @ situation in which extreme measures were taken, which might adversely 
affect other countries, but these could becoric unsvoide ble if voluntary measures 
proved ineffective. 
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SECOND SPECIAL INTER-AMERICAN CONFERENCE 
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Date: November 18, 1965 
Time: 12:00 noon 
Place: Gloria Hotel, Room 617 


Participants: United States ’ Panama 
The Secretary y of State Foreign Minister 
Assistant Secretary Jack H. Vaughn Fernando Eleta 
Samuel W. Lewis (Reporting Officer) 


Subject: Various Issues to be Discussed at Lio Conference 
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Foreign Minister Eleta said that he was speaking on behalf of 

the six Central American nations, who hoped to maintain a united posi- 
tion on various sensitive issues throughout the Conference. It would. 
be very helpful to know the Secretary's thinking on some of these 
issues and if possible to pass that thinking on to the rest of the 
Central American group. \ 


The specific issues on 
hich he requested gatdande, and the Secretary's replics, are sum~ 
marized as follows: — 
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1. Proposal for a Permanent Inter-American Peace force 


The Secretary replied that while the United States favors this — 
idea, we were only too well aware of the great difficulties involved ; 
in reaching a consensus on any such . proposal in advance of the ‘ 
occurrence of a concrete crisis situation for which it might be required, 
Our experience on such matters in NATO has often illustrated this diffi-. 
culty. For this reason, the Secretary was inclined to feel that at , 
present we should not attempt to set up any permanent stancing force, 


SANITIZED ~ 
Authority STATE letter MAR 28 3980 
ae | YG 
By” _, NARS, Dal ¢-G-§0 


COPY ‘ 
Lyndon B. Johnson Library.’ 


2 Pap . pers A I : a 
—oee 


PTMORANDUM OF CONVERSATION, November 1°, 1°55 
(No. 3 of 3 memoranda) 


but rather encovrage the American governments to earmark special units 
in their forces for possible assignment to international peacekeeping 
missions, whether under OAS or UM auspices, Some special training or 
eouipment might be made available for these units. Although the 
Secretary thought the subject should be discussed at the Conference, 

ne hoped that it would not become a divisive issue, diverting attention 
from other more pressing problems in the economic field, 
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2. What to Tell Cuban Exile Leaders Present in Rio? 


While sympathizing deeply with Cuban exile feelings, the Secretary 
. saw Little which could be said to the exile leaders at this time. The 
OAS Foreign Ministers meeting of July 16654 had exhausted all peaceful 
sanctions available to the Inter-American system, At that time, the far- 
eign ministers had warned Castro that further aggressive moves on his 
part could lead to military sanctions, The Secretary had an impression | 
that this warning had influenced Castro's actions to some degree. Less, 
overt Cuban subversion or para-military action had been evident in subse-~ 
queat months, perhaps also reflecting thet fact that Soviet policy had 
been woving more in the direction of “popular front" tactics during this 
period. In any event, it seemed clearly unwise to offer the exiles any 
encouragement for efforts which at the moment would prove fruitless. 
However, the Secretary concluded, should some major internal change occur 
inside Cuba, the major countries of the hemisphere would not remain 
unconcerned, 
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3, Should the Rio Conference Attempt to Make the Inter-American 
Peace Committee into a Permanent Institution? 
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the Secretary indicated that the U. S. believed some additional 
institutional strength is needed in this field, and hoped to hear the 
views of other delegations on the matter, 


ne name, 


Foreign Minister Bleta said that Panama reearded this as an 
important matter, and would provose the creation of a permanent Live-to- 
seven menoer Commission empowered to act to maintain the peace somewhat 
along the lines of the UN Security Council, The Foreien Minister 
believed that action on such a proposal at this time was far preferable 
to pressing for any carly action on the Inter-American Peace Force pro- 
posal. ; 7 
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Mechanism 
4, What Fight Be Done to Set Up Some Oblipatory Multi-Lateral/ for 


Spurring Economic Development in the Hemisnhere? 


Poreien Minister Mleta stressed that this problem was very close 
to Panamanian hearts. It was especially difficult for Latin American 


ow pees 


COPY oe 
Lyndon Baines Johnson Library 


| 
Ry 


C7 ~ 


age 


. 


’ 


ate 


SAE ytcce tag hes 


ee, 


MEMORANDUM OF CONVERSATION, vUovember 19, 1°65 1 -3- 
(No. 3 of 3 memoranda) 


nations to reorient their economies or carry out needed internal struc~ 
tural reforns at the behest of unilateral aid donors, whereas aid can 

be more easily "qualified" or "conditioned" when exteaded through some 
multi-lateral mechanism. 


The Secretary said he would appreciate it if the Foreign Minister 
could go into his ideas at some length during the Conference with | ; as 
Mr. Rostow, who had been doing a great deal of thinking about these Co 2 ‘se 
matters, He would like, however, merely to mention three types of legal 
problems which he foresaw in any increased multi-lateral approach: 


| 

{ 

! 
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a, He doubted whether a number of Latin American countries were i 

indeed prepared to have multi-lateral intervention in their internal | 
affairs, such as tax policy, etc. (Foreign Minister Hleta wryly agreed,) . : 
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b. The American constitutional system and our appropriations 
process make Congress extremely reluctant to commit future Congresses to 
provide any fixed levels of U. S. assistance, 
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ec. ith perhaps the excention of the Interanerican Development 
Bank, efforts to allocate external resources to a number of different 
countries through some multi-lateral mechanism have proved to be very 
divisive politically among the countries concerned, 


However, the Secretary continued, we are clearly determined to a 
continue to do whatever we can to contribute to the economic and social 
development of the nations of the hemisphere, Our plea- is, he said, 
that you give us concrete evidence of the results of this investment of 
our resources, so that we can continue to supply them. Citing recent 
Congressional disillusionment with the results of aid to India and 
Pakistan, in the wake of fighting between these two major aid recipients, | 
the Secretary stressed the importance of providing solid evidence of 
achievement to Congress and the American people. oe 
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emphasize how passionately concerned the President is with Latin American 

affairs, and how much time he was now devoting to shaning future policies .« _' 
and programs intended to extend the effectiveness of our efforts abroad : 
to bring the benefits of science, education, and technology to the lives — : 
of people throughout the hemisphere, as well as on other continents, ' 
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In concluding the discussion, the Secretary said he wanted to : ; ; 
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The meeting ended vith the usual courtesies. : wre 
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PARTICIPANTS: Representative James R. Grover, Jr., (R-NY), Minority 
Leader, Panama Canal Subcommittee, House Merchant 
Marine and Fisheries Committee. 
Ambassador John N. Irwin II 
Mr. Robert F. Woodward 
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2 
i Ambassador Irwin gave Representative Grover a resume“of the ] 
- negotiations with Panama as given the preceding day to Repre- 
sentative Morrison. 


Representative Grover was non~committal but he alluded to 
the complexity of the problems and indicated that Ambassador 
Irwin was giving all factors very thorough consideration. He 
commented that there would undoubtedly be considerable feeling 
throughout the United States on the subject of our giving up 
"rights as though we were sovereign" and that he thought this 

was what Representative (Mrs.) Sullivan had been concerned about. 
He asked particularly about the safeguards in the contemplated 
treaties, and Ambassador Irwin reiterated the indispensable pro- 
visions that the United States would have effective majority 
control of the organization operating the Canal and would have 3 
the unilateral right to defend the Canal at all times. The 4 
conversation ended with Representative Grover's comment that 
"he wished the negotiators well" in their endeavors. 
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Negotiations with Panama | 
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PARTICIPANTS: Representative Donald J. Irwin (D-Conn.) 


Mr. Robert F. Woodward 
Mr. Edward W. Clark 
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Mr. Clark talked with Representative Irwin at a reception 
given by Assistant Secretary Vaughn on the evening of September 
27 and Representative Irwin, who is a member of the House Armed 
Services Committee and who has long been interested in Latin 
America (since he was brought up in Argentina and speaks Spanish), 
said that he would be interested in receiving a briefing on the 
subject of the negotiations with Panama. Mr.Woodward and Mr. 
Clark made an appointment to visit him for this purpose on 
September 28. 


Mr. Woodward gave Representative Irwin the same briefing that 
Ambassador Irwin had given to Representative Morrison (D-La.) the 
preceding week. Representative Irwin was cordial and appreciative 
and appeared generally to be in agreement with the trend of the 
negotiations. He had, in fact, indicated on the evening of 
September 27, to Mr. Clark, that he thought the general approach 
being taken was the right thing to do. 
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In the course of the briefing, Mr. Woodward handed Repre- 
sentative Irwin a copy of the statement of President Johnson on 
December 18, 1964, and a copy of the White House release con- 
taining the Joint Announcement of the President of Panama and 
President Johnson. 
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SUBJECT: Negotiations with Panama 


PARTICIPANTS: Ambassador John N. Irwin II 

a Mr. Robert F. Woodward 
(In conversation with the following three 
legislators, each individually at the 
hours indicated.) 


Representative Thomas E. Morgan (D-Pa.), Chairman 
House Foreign Affairs Committee (4:60 p.m.) 

Senator J. W. Fulbright (D-Ark.), Chairman, Senate 
Foreign Relations Committee (5:30 p.m.) 

Representative James H. Morrison (D-La.), Vice 
Chairman, Post Office and Civil Service 
Committee of the House (7:00 p.m.) 
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: Ambassador Irwin gave Representative Morgan and Senator 
Fulbright up-to-date information on the status of the negotia- 
tions with Panama, since they had been briefed before on the 
background and the tentative discussions with the Panamanians. 

In conversation with Representative Morrison, Ambassador Irwin 
gave a more complete historical recapitulation of the negotia- 
tions, culminating with the information as given to Representative 
Morgan and Senator Fulbright. The presentations therefore were 
identical with those of the preceding day, September @1l. 


Representative Morgan indicated general approval of the 
approach that was being taken and admiration of the thoroughness 


with which all the factors were being taken into consideration. 
He said that he thought the progress was "all right" and that 
he was "in favor of it". 


Senator Fulbright 
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; Senator Fulbright indicated general approval of the course 
ef negotiations but emphasized again that he was very much in 
‘favor of multinational control and administration of a possible 
sea level canal. Ambassador Irwin indicated clearly thatthe 
option for either multinational or bilateral operation would be 
retained, and Senator Fulbright said that it would have to be 
retained in order to receive his support and approval for a 

sea level canal treaty. The only important observation he made 
which would have application to new arrangements for administra- 
tion.and operation of the present lock canal was that he thought 
"we ought to stop subsidizhg world commerce with the canal tolls". 
He said that he is prepared to go along with the subsidizing of 
American shipping but that he does not think the canal toll should 
be one of the methods for doing that. He would rather approve 
larger direét subsidies to the merchant marine. He quite frankly 
thought a manner should be found for revising the tolls to bring 
in more appropriate income for the services provided by the Canal. 


“. Vis: Senator Fulbright reiterated his view that a method should 
'be:found to come to agreement with the Soviet Union on further 
' “development of atomic energy for peaceful canal excavation. He 

suggested that, in connection with current discussions that 
might lead to modifications in the test ban agreement, we make 
an effort to include a provision for cooperation between the 
Soviet Union and the United States in the continuation of 
en along this line. 

-- Representative Morrison complimented Ambassador Irwin on 
ja Hig concise presentation Of the course of the negotiations with 
.. «Panama, and he expressed appreciation for the briefing. He 

F - gaid that "his support could be counted upon" and that he "would 
“«_. be glad to do anything he could to help support the course that 
..* is béing taken and is contemplated." He thought that it was 

very fortunate that we are taking precautions to avoid future 
“problems by endeavoring to find the solutions in advance. 
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INFORMAL STATEMENT OF AMBASSADOR JOHN N. IRWIN II, 

SPECIAL REPRESENTATIVE OF THE UNITED STATES FOR 

INTEROCEANIC CANAL NEGOTIATIONS, BEFORE MEMBERS 

OF THE PANAMA CANAL SUB-COMMITTEE OF THE MERCHANT 

MARINE AND FISHERIES COMMITTEE OF THE HOUSE OF 

REPRESENTATIVES UNDER THE CHAIRMANSHIP OF THE 

HONORABLE LEONOR K. SULLIVAN ON AUGUST 26, 1965. 

. 4 
"I welcome the opportunity to appear before the Sub-Committee. 
Ambassador Robert Woodward, whom many of you know, is with me. 
Mrs. Sullivan has made us feel welcome to call on her to discuss 
the progress of the negotiations. We have had the opportunity 
of consulting with her twice in recent weeks and will continue 
to kecp in touch with her. Ambassador Robert Anderson has 
asked me to express his regret at not being able to be here 
today. He has been in Africa for the past week. He will be 
happy to meet with you at your convenience, and Ambassador 
Woodward and I are available at any time. 
Doubtless many of you read an article in the Washington 

Post on Tucsday, August 24, 1965 which purported to set forth 
the substance of a supposed "joint declaration of intent." 
The report was inaccurate and very misleading. The State 
Department gave its News Division the following statement 


to be made in answer to any query about the article: 


“The canal negotiations with Panama are proceeding 
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satisfactorily. Wowever, there has not yet been any 
agreement reached on any of the specific points under 
“negotiation, and there are no plans at this time to issue 


a joint 
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a joint statement. The U.S. negotiators are proceeding 
on the basis of President Johnson's statement of 
December 18, 1964 in which he announced that the U.S. 


will proceed with plans for an interoceanic sea level 


canal and is prepared to negotiate with Panama a new 


treaty for the Panama Canal. As outlined by the 
.President, the new treaty would recognize the sovereignty 
of Panama and would provide for its own termination when 
the sea level canal comes into operation. The U.S. would 
retain those rights neccessary to insure the effective 
operation and defense of the Panama Canal. With regard 
to the other points under discussion, both countries 

have submitted proposals which are being considered. 

It is possible that a joint communique will be issued 


when agreement has been reached on major issues, but, 


cues 


at present, it is nmt possible to state when such a joint 


pers 
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statement might be issucd." 
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Before discussing the background and current status of 
the negotiations, 1 would emphasize that we have made no commit- 
ments, oral or written, Lo the Panamanians. We have confined 
our discussions with the Panamanians, so far, to exploring 
ways in which we might carry out the intentions set forth in 
President Johnson's statement of December 18. 


& 


To bring 


To bring the current status of the conversations into 


perspective, I will recapitulate briefly the background. 


. 


In April, 1964, following the January 1964 riots, President 


Johnson and President Chiari of Panama agreed to a Joirt 


Declaration in which it was stated that the two countries would 
discuss and sceck to resolve the differencesbetween them. President 
Chiari of Panama appointed a negotiating team, and President 
Johnson appointed Ambassador Robert B. Anderson as his represent-— 
ative. Talks began, but in October a newly-elected President of 
Panama, President Robles, appointed a new negotiating team, and 
Ambassador Anderson started discussions with the new team of 
Ambassador Arias (Panama's Ambassador to the United States), 
Ambassador de la Rosa and Ambassador Aleman. 

On December 18, 1964 the President issued a statement to 
the effect that the United States should press forward with 
Panama and other interested governments with plans and preparations 
for a sea level canal and that United States should negotiate a 
new treaty with Panama to replace the 1903 Treaty. He suggested 
that the new treaty should recognize the sovereignty of Panama 
and should abolish the concept of perpetuity by providing for 
its own termination as of the time the sca level canal comes 
into operation. Ic also stated that we must retain those rights 
necessary lo insure the effective operation and defense of the 

. 
Canal and that we should deal fatrly and helpfully with the 
employees, both United States and non-United States. 


ae 


“CONT IDENT Ih ——— In early 


c 
* 
e 
on 
_— 
ign gangs 


2 
“ 


tor 


4 


In early 1965, Ambassador Anderson asked me to assist in 


— Lu 


renegotiating the 1903 Treaty and to negotiate sea level canal 


treaties with Panama, Colombia, Nicaragua and Costa Riga. 


In April, President Johnson appointed me a Special Representative 


for this purpose. 


_In September, 1964, Congress authorized the appointment of a 


five-man commission to recommend whether a sea level canal should 


be built and to recommend where, when and how it should be 


built. In April, 1965, the President appointed the Commissioners. 


The Panamanians consider that the negotiations stem from 


the Joint Declaration of the two Presidents in April, 1964. 


On the other hand, we have looked to President Johnson's state- 


ment of December 18, 1964 for our guiding principles. A result 


of this difference in approach has been that the Panamanians 
consider renegotiation of the 1903 Treaty to be their primary 
mission, whereas we consider the negotiation of a sea level canal 


treaty to be of equal importance. The Pananamians' position has 
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been that they want very much to have the sea level canal 


built in Panama. Because the United States cannot say whether a 


it will ever be built and, if built, where, they say that 


Panama cannot subject its aspirations for renegotiation of the 


1903 Treaty to a canal that may never be built and, if built, 


Ly 
may not be in Panama. llowever, Panama has agreed to negotiate 


Simultaneously 


simultaneously three treaties desired by the United States, 
namely, an interim treaty with respect to the present canal, 

a status of forces and Gage rights agreement and a sea level 
canal treaty, none to be executed by the United eeites “adie 
all are satisfactory. We are coordinating preliminary drafts 
of a sea level canal treaty and a base rights and statusof 
forces agreement with a view to their presentation to the 
Panamanians in the near future. We have not reached this stage 
with respect to the interim treaty relating to the present 
canal. 


The tone and direction of the negotiations for our side 


have been set by President Johnson's December 18, 1964 state- 


ment: the need for a sea level canal; the desirability of ne- 
gotiating a new treaty to replace the 1903 Treaty, including 
the recognition of Panama's sovereignty and provision for 
termination when the sea level canal becomeS operational; 

and the necessity of the United States retaining rights 
necessary to operate effectively and to defend the canal and to 
insure the welfare of the canal ecmployces. 

In addition to these principles dealing with effective 
operation, defense and employee welfare, our foreign policy 
guidance has been to negotiate a treaty which will be a basis 
for yiable and friendly relations with Panama. This guidance, 


together 


together with the decision to recognize Panamanian sovereignty 


lead to consideration of participation by Panama in the manage- 


ment of the Canal. Ambassador Anderson suggested this as a 
possibility to the Panamanians at a meeting in May. Since then 
we have discussed as possibilities membership on the Board of 
Directors of the Panama Canal Company and the concept of a 
Joint Authority which might be created by the Treaty. Our 
discussions have always been made subject to the President's 
provisos regarding effective operation, defense and the welfare 
of the employccs. 

With respect to a time schedule, the Government of Panama 
would like to make a statenent of progress prior to the opening 
of Panama's legislature in early October. If we can reach 
sufficient agreement by then, the State Department believes 
it would be helpful to make an interim report of progress. 


I reiterate that we are not at that point now. 
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Ambassador Irwin referred to his last conversation with 
Representative Maillard and informed him that a draft of a 
base rights and status of forces agreement had now been prepared 
with a view to its presentation to the Panamanian negotiators 
in the near future, along with a draft of a sea level canal 
agreement. Ambassador Irwin explained that the Panamanian 
negotiators are primarily interested in a treaty to take the 
place of the 1903 Treaty, and that it is therefore important 

_ to draw their attention to the other agreements which it will 
be necessary for them to agree to before the United States can 
agree to any version of an Interim Treaty. Ambassador Irwin 
showed the map of the proposed base areas to Representative 
Maillard. 
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Representative Maillard did not make any comment with respect 
to the base rights or status of forces agreement, or with respect 
to a prospective sea level canal agreement, but he emphatically 
expressed his view that Panama should not be given compensation 
in the form of any percentage of the income or profits of the 
Panama Canal. He emphasized that a provision of this nature 
would exert unwarranted pressure on increases in tolls and that 
the compensation to Panama should be in a specified amount. He 
said that it would of course be necessary to recognize that the 
specific amount of compensation to Panama might have to be changed 

Lin future years. 
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Throughout the subsequent conversation, this view on compen- 
sation was foremost in Representative Maillard's mind and he did 
not express any significant view on any other aspect of the 
negotiation. It was clearly stated to Representative Maillard. 
that there had been no commitment made to the Panamanians on 
compensation or any other subject - beyond the President's 
statement of December 18, 1964 - and that there had so far been 
little discussion on the subject of compensation. 
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Chairman, Panama Canal Subcommittee, House 
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Ambassador Irwin 
Ambassador Woodward 
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Ambassador Irwin recapitulated briefly previous briefing given 
to Mrs. Sullivan concerning canal negotiations and referred to 
comments made to her in the past by spokesmen of the Department 
of State that she would be informed concerning prospective agree- 
ments with the Government of Panama before drafts of such agree- 

.ments were presented to the negotiators of that Government. 
Ambassador Irwin pointed out that the Panamanian negotiators are 

most interested in discussing a new treaty to take the place of the 
1903 treaty concerning the present canal, and that he, therefore, 
considers it important to be able to present to them as soon as 
possible drafts of the other two treaties that we have stated 
unequivocally must be concluded at the same time. He said that 

he waS prepared to inform Mrs. Sullivan concerning the prospective 
provisions of such agreements: on the military base rights and 
status of forces, and on an eventual sea level canal. 


Mrs. Sullivan showed interest in the map accompanying the draft 
military base rights agreement, which delineates the areas in the 
present Canal Zone that would be subject to that prospective agree- 
ment. She did not indicate any disapproval of the idea or detail 
of the separate agreement covering base areas. In the course of 
discussing the remaining parts of the present Canal Zone, however, 
Mrs. Sullivan inquired about the prospective methods of future 
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Canal operation. When the possibility of ‘joint administration’ 
was mentioned, she requested more information as to how that might 
function and whether the possibility had been discussed only within 
our own Government or with the Panamanian negotiators. Ambassador 
Irwin informed her that both types of discussion had taken place 
on a tentative basis, and he reiterated the rationale by which 
this possibility was a natural outgrowth of President Jehnson's 
statement of December 18, 1964. After some doscussion of the 
possible powers and functions of a Joint Authority, Mrs. Sullivan 
commented again on her disillusionment with the Panamanians and 
that she 'just could not buy' the idea of a Joint Authority. 


Mrs. Sullivan said that she would like to give her Subcommitte 
opportunity to ask questions and present their ideas to Ambassador 
Irwin before the United States position was completely 'coordinated.*® 
Ambassador Irwin mentioned that he would be in a better position to 
have a discussion with the Subcommittee in a couple of weeks. 

Mrs. Sullivan assured Ambassador Irwin that the meeting would be 
entirely informal and that no record would be kept. Ambassador Irwin 
left with the impression that he was to inform Mrs. Sullivan of the 
time when it would be feasible for Ambassador Anderson and himself 

to have a discussion with the Subcommittee. 
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SUBJECT: Canal and Base Rights Negotiations 


PARTICIPANTS: Ambassador Irwin 
Ambassador Woodward 
Members of Congress: Rep. L. Mendel Rivers 
Rep. Armistead Selden 
Rep. Hale Boggs 
. Rep. Leslie C. ARends 
COPIES TO: Rep. William H. Bates 
Senators Fulbright & Kickenlooper 


COPIES TO: Files - SR/PAN/NY-Ambassador Anderson White House-Mr.Bund 
M-Mr. Mann ARA-Mr. Vaughn H-Ambassador MacArthur 
PAN-Mr. Clark 


8:30 a.m. 


Representative L. Mendel Rivers (D-S.C.) 
Chairman, House Armed Services Committee. 


Representative Rivers showed an inquiring interest in the nego- 
tiations, particularly with respect to the prospective military 
base rights and status of forces agreement. He did not criticize 
the prospective arrangements. As we were leaving, he asked if there 
were any way in which he could help. He said he would appreciate a 
copy of the text of the military agreement at the proper time. 


9:30 a.m. 
Representative Armistead I. Selden, Jr. (D-Ala.), 
Chairman, Subcommittee on Inter=American Affairs, House 


Foreign Affairs Committee 


Representative Selden expressed concern, as the implications of the 
changes in practical sovereignty contemplated in the prospective new 
treaties were outlined. He commented that "these agreements will 
not be popular with the public." He was concerned about the absence 
of prospective military base jurisdiction over a considerable part 
of the present Canal Zone, but seemed less concerned when Ambassador 
Irwin explained to him that the military does not now exercise any 
more practical surveillance in that prticular area than would be 


possible under the provisions of the prospective military agreement. 
In 
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In discussing the prospective sea level canal agreement, 
Representative Selden expressed repeatedly the view that a 
system of bilateral control (by the United States and Panama) 
over that canal would be much more acceptable generally to the 
United States Congress than would multilateral control - although 
he gave recognition to the fact that the Senate has me ratifying 
power and not the House. 


10:00 a.m. 
Representative Hale Boggs (D-La.), 


Majority Whip. 
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' Representative Boggs listened with interest to a recapitulation 
of the briefing on the course of the negotiations, looked at the 

map delineating the areas that would be included in prospective 
military bases in Panama, and commented twice that he thought 
considerable progress was being made in the negotiations. 


10:30 a.m. 
faprescntative Leslie C. Arends (R-I11.) 


Minority Whip 


Representative Arends listened with interest to a recapitulation 
of the briefing on the course of the negotiations and looked at the 
map delineating the areas that would be included in a prospective 
military base in Panama. He expressed concern only about the 
possibility that the concessions which were in prospect for' Panama 
Might be construed by the Panamanians and other nations asa 
capitulation to the pressure of violence. It was pointed out 

that the rather long ‘cooling off period before negotiations were 
undertaken had helped in this respect. 


nn mage 


11:30 a.m. 
Representative William H. Bates (R-Mass.) 


Minority Leader, House Armed Services Committee 


Representative Bates expressed pessimism about the possibility 
of being able to satisfy the Panamanians with any kind of con- 
cessions, and, ‘therefore, he was inclined to doubt the usefulness 
of:making concessions. Nevertheless, he recognized that changes 
are probably necessary. He listened to the briefing on the pros- 
pective military base and status of forces agreement, and on the 
sea level canal agreement, with interest, and asked pointed 
questions about the prospective changes in practical exercise of 
Sovereignty under the prospective new interim agreement that 

would replace the 1903 Treaty. He seemed to favor multinational 
control of a sea level canal. 


1230 p.m. 


‘ 
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1:30 p.m. 
Senator J. W. Fulbright (D-Ark.) 
Chairman, Senate Foreign Relations Committee 


Senator Bourke B. Hickenlooper (R-Iowa) ee, 
_Minority Leader, Senate Foreign Relations Committee 


Senator Fulbright had suggested that he and Senator Hickenlooper 
talk with Ambassador Irwin together. 


When Ambassador Irwin described the general nature of the 
prospective base rights and status of forces agreement, Senator 
Hickenlooper expressed distinct concern about the removal of the 
base areas from the Zone in which the United States now has all 
rights "as though it were sovereign." Referring to this change 
in the nature of practical sovereignty over the base areas, he said 
"We are going to have trouble with this." Throughout the conversation, 
he manifested a distrust of the Panamanians and a pessimism concern- 
ing any efforts to work out better arrangements with them. 


" Senator Fulbright did not show concern with respect to 
the prospective base rights agreement but had a marked interest 
in the sea level canal agreement. He discussed possible methods 
of financing the new canal in general terms and stressed the desire- 
ability of having a multinational management. The variety of his 
comments and suggestions indicated that he does not have rigid 
views beyond the general feeling that it would be desirable to 


have a multinational management of the sea level canal to deal 
with the Panamanians. 
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PARTICIPANTS: Senator Richard Russell, Chairman 
Senate Armed Services Committee 
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i “] 
Ambassador Irwin informed Senator Russell that he is ready 

to 'table'a military bases and status of forces agreement with 

the Panamanian negotiators and that he wished to make sure that 

the Senator was informed of the proposal before doing this. He 

described the delineation of the base areas with the map prepared ; 

for this purpose, indicating in general the permanent bases and the ie 

maneuver and training areaS, as well as the contiguous areas that ‘ 

would be controlled by the agency operating the canal. if 


Ambassador Irwin emphasized that he hoped to present drafts 
of the military bases and status of forces agreement along with 
a sea level canal agreement, because the Panamanians are most 
interested in the revision of the 1903 Treaty for the interim 
operation of the present canal. We wish to impress upon them 
the terms of the other two agreements which must be signed if we 
are to conclude the agreement in which the Panamanians are most 
interested. Senator Russell showed someevidence of concern about 
concluding one agreement before all three are agreed upon, and he 
was assured that it would be required that all three be agreed upon 
before any could be concluded and that all would be concluded at 
the same time. 


Senator Russell gave the impression that he is doubtful and 


concerned about the Panamanians. He said that "no matter what 
is concessions | 
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concessions are made to them, the President of Panama will be 
attacked for making concessions to the United States or for not 
obtaining enough." He said that the rumor on ‘the Hill' is that 
the Panamanians now believe they have preference in the chances 


of obtaining the sea level canal. Ambassador Irwin pointed out that « 
the Panamanians are aware of the surveys that have shown that Panama 


has the shortest route for construction by nuclear energy, and that 
show that the present canal site is the most practicable for con- 
struction of a canal by 'conventional' means. 


Ambassador Irwin mentioned that the bases agreement and status 
of forces agreement is a composite of various models. Senator 
Russell commented that he assumed that this would be necessary 
to fit the circumstances in relations with Panama. He asked 
whether an American soldier committing an offense in Panama would 
be tried by a Panamanian court. Ambassador Irwin said that the 
prospective practice in this respect would be the same as in other 
countries where status of forces agreements exist; so that he could 
be tried by a Panamanian Court depending on the circumstances. 


Senator Russell expressed appreciation for the briefing, and 
he did not request a copy of the draft agreement or map be left 


with him. He indicated an interest in being kept informed of 
future developments. 


Bmbassador Irwin left with Senator Russell a copy of the 
pamphlet entitled “Events in Panama" which was the report of the 
International Commission of Jurists on the January 1964 riots, a 
document that Ambassador Irwin had told Senator Russell, at their 


last meeting, he would obtain for him. 
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Briefing Members of Congress on Statas of Negotiations 
with the Panomanians. 


Senator John G. Tower (R-Texas) 
Me. Jerry Friedhels, Assistant to Senator Tower 
Mr. Tom Cole, Assistant to Senator Tower 


Files 
SR/PAN/NY ~ Ambassador Anderson 


Esasinieg 


Ho - Ambassador McArthur 
PAN - Mr. Clark 


Ambassador Irwin presented to Senator Tower and his Assistants 
the essence of the briefing in the attached memorandum, after explaining | 
| that Senator Dirksen had suggested that Senator Tower would be particalarly 

interested (because of the proximity of Texas to the Panama Canal). 


August 5 10:00 a.m. 


yer, (R~Texas) 


Member, Armed Services Committee. Senator Tower showed attentive 
interest to the briefing, and he did not object to any specific point. 
His principal comment was that he agreed that it would probably be wise 
to proceed with the construction of a sea level canal since it would 
inevitably be required eventually. 
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In April 1964, following the January 1964 riots, the two Presidents 
i issued a Joint Declaration in which they agreed Lhe two countries would 
discuss and seek to resolve the differences between them. President 

Chiari of Panama appointed a negotiating team, and President Johnson 

i appointed Ambassador Robert B. Anderson as his representative. Talks 
i began, but in October a newly-elected President of Panama, President i 
Robles, appointed a new negotiating team, and Ambassador Anderson started ; 
i 

i 

i 

I 


discussions with the new team of Ambassadors Arias (Panama's Ambassador 
to the United States), de la Rosa and Aleman. 


On December 18, 1964, the President issued a statement to the effect 
that the United States should press forward with Panama and other : 
interested governments with plans and preparations for a sea level canal t 
and that United States should negotiate a new treaty with Panama to : 
replace the 1903 Treaty. He suggested that the new treaty should recognize a 

the sovereignty of Panama and should abolish the concept of perpetuity by 

; providing for its own termination as of the time the sea level canal comes 

into operation. He qualified his suggestions by stating that we must 

retain those rights necessary to insure the effective operation and defense 

of the canal and the welfare of its employees, both United States and non- 4 

United States. ‘ 


In early 1965, Ambassador Anderson asked John N. Irwin II to assist 
in renegotiating the 1903 Treaty and to negotiate sea level canal treaties 
with Panama, Colombia, Nicaragua and Costa Rica. In April Mr. Irwin was 
appointed Special Representative of the United States for Interoceanic 
Canal Negotiations by the President. 


In the summer of 1964, Congress authorized the appointment of a five- 
man commission to recommed where, when, how and by whom a sea level canal 
should be built. In late April, the President appointed five Commissioners: 
Robert B. Anderson, Chairman; Robert G. Storey of Dallas, Texas; Dr. 

Milton Eisenhower; Raymond A. Hill, a California engineer; and Kenneth E. 
Fields, a former General Manager of AEC and now a consultant to General 
Dynamics. The Atlantic-Pacific Interoceanic Canal Study Commission is now 
in the process of organization. 


The Panamanians consider that the negotiations stem from the Joint 
Declaration of the two Presidents in April 1964. On the other hand, we 
have looked to President Johnson's statement of December 18, 1964, for 

our guiding principles. A result of this difference in approach has been H 

that the Panamanians consider renegotiation of the 1903 Treaty to be their 

primary mission, whereas we consider the negotiation of a sea level canal 


treaty 
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treaty to be of equal importance. The Panamanians' position has been that 
while they wanted very much to have the sea level canal built in Panama, 
because the United States could not say whether it would ever be built and, 
if built, where, Panama could not subject its national need and aspiration 
for renegotiation of the 1903 Treaty to a canal that might never be built 
and, if built, might not be in Panama. However, Panama has agreed to 
negotiate simultaneously the three treaties desired by the United States, 
namely, an interim treaty with respect to the present canal, a status of 
forces and base rights agreement and a sea level canal treaty, none to be 
executed by the United States unless all are satisfactory. The decision 
to negotiate a separate status of forces and base rights agreement was 
taken in consultation with State, Defense, and the Joint Chiefs, all of 
whom thought it desirable to separate out the military from the various 
canal problems and to negotiate a separate treaty based on the NATO status 
of forces and base rights agreement. 


The tone and direction of the negotiations were set by President Johnson's 
December 18, 1964, statement, particularly his statement of the need for a 
sea level canal, of the desirability of negotiating a new treaty to replace 
the 1903 Treaty, including the recognition of Panama's sovereignty and 
provision for termination when the sea level canal becomes operational, 
and the necessity of the United States retaining rights necessary to 
operate effectively and to defend the canal and to insure the welfare of 
the canal employees. 
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In addition to these principles, our foreign policy guidance has been 
to negotiate a treaty which would lessen conflicts between the United 
States and Panama, particularly military confrontations, such as occurred 
in January 1964, This guidance, together with the decision to recognize 
Panamanian sovereignty, led to consideration of possible participation by 
Panama in the management of the canal. Ambassador Anderson suggested this 
to the Panamanians at a meeting in May. Consequently, various forms of 
participation are being discussed, particularly membership on the Board 
of Directors of the Panama Canal Company or, a new concept, a form of 
Joint Authority which would be created by the Treaty, always subject to 
the President's provisos re effective operation, defense and welfare of 
the employees. The proposed recognition of Panamanian sovereignty changes 
the jurisdictional aspects of the present treaty and presents a difficult 
sensitive area for solution. 


With respect to the term of the agreements, much depends initially on 
the selection of the site for a sea level canal. If the United States 


decides 
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decides to build outside of Panama, the Panamanians take the attitude that 
all negotiations are off. They would not want our military bases to remain, 
and there would be a continuing struggle against our administration in the 
present canal, including disorders, riots, etc. If a sea level canal is 
built in Panama, the Panamanians wish to obtain ultimate ownership of the 
canal after its cost has been amortized and after expiration of a certain 
number of years following the amortization date. In other words, the 
Panamanians have thought of the financing of the canal as debt financing. 
On the other hand, to date, we have taken the position that we are thinking 
in terms of part equity financing so that the canal would be owned by the 
holders of the equity even after amortization of the debt capital. We have 
maintained that this is not perpetuity in the sense of the 1903 Treaty, 

but the adoption of the regular commercial concept of a corporation that 
continues until the parties terminate it, permitting in the meantime the 
holding or disposition by any party of its equity interest. In any case 
the term of the sea level canal treaty should be a long one. The term 
ofthe status of forces and base rights could be coterminus with the sea 
level canal or for a long term. 


With respect to a time schedule, the Government of Panama hopes to 
make a statement of progress prior to the opening of Panama's legislature 
in early October. It wishes to do this in order to bolster its political 
strength in the country. The State Department believes we should work 
toward this time schedule if possible and we expect to do our best to try 
to reach fundamental agreement on all three treaties by mid-September. 
There will still be considerable detail work to do after September, but 
if we can reach agreement on basic principles in all three agreements, 
it may be possible for the Panamanians to make such a statement of progress. 


LIMITED OFFICIAL USE 


32KTf 


- ng | Oe PT 


 ARA/SR/PAN: REWoodwara: jk OFFICIAL USE ONLY 


— oe 


6 @ See August 4, 1965 


Briefing Members of Congress on Status of Negotiations 
with the Panamanians 


Ambassador Irwin fepresentative Wm 
Ambassador Woodward Senator Russell B. Lonag 
Rep. Thomas E. Morgan 
Rep. L. Mandel Rivers 


Files 
SR/PAR/NY - Ambassador Anderson 
White House ~ Mr. Bundy 
ARA - Mr. Vaaghn 
H ~ Ambassador McArthur 
PAN - Mr.Clark 


Ambassador Irwin presented to the following Members of Congress, 
individually, the essence of the attached briefing material con-~ 
cerning the histery and status of the Canal negotiations: 


August 4, 2:00 p.m. 


Representative William 5S. Maillard (R - California) 


Minerity Leader, House Committee on Merchant Marine and 
Fisheries, Minority Leader, Subcommittee on Inter-American Affairs 
ef Foreign Affairs Committee. Representative Maillard manifested 
@ very close interest in the negotiations and in the Panama Canal. 
As a former member of the Panama Canal Subcommittee, he has visited 
the Canal Zone seven or eight times. While he did not raise ob- 
jection to any specific point in the briefing, he said that there 
might well be opposition in Congress to concessions by the United 
States. He thought Congressman Flood would speak against such a 
treaty and that Mr. Flood would have some support. He emphasized 
the desirability of maintaining control over the extent to which 
i the Panamanian Government might have influence over the finances 
of the Canal for purposes of obtaining more income from tolls 
| receipts. He thought that, for this reason, a rental payment to 
| Panama would be preferable to a proportion of the income after 
| payment of costs and other ordinary interest, amortization, reserves, 


and 
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and required charges. When Ambassador Irwin offered to return te 
Giscuss with him the actual terms of a draft treaty or treaties, 

Representative Maillard said he was interested and always welcomed 
being brought up to date but “he did not wish to be a bother". 


August 4, 3:00 p.m. 


Senator Russell B. Long (D - Louksiana) 


Majority Whip (alse Member of Foreign Relations Commaittee of 
Senate). Senator Long showed attentive interest in the briefing. i 
While he did not object to any specific point, he gave an impression 
of not being sympathetic to Panama and their history ef complaints 
and hostility against the United States. He thought it would be 
advisable to construct a new canal in some country other than 
Panama. He pointedly asked Mr. Weedward whether he agreed with 
this, and Mr. Woodward briefly emphasized the political and 
economic dependence of Panama upon the Canal, (the origin of Panama 
as an independent country) and the probability that Panama might 
prove to have the best site for a sea level canal from an engineering 
viewpoint. The Senator said he realized the difficulty of the 


negotiations. 


August 4, 4:00 p.m. 


Representative Thomas E. Morgan (D ~ Pennsylvania) 


Chairman, House Committee on Foreign Affairs. Representative 
Morgan showed attentive interest in the briefing. He did not 
object to any specific paint. He observed that the negotiators 
appeared to bea making active progress. He did not demur when 
Ambassador Irwin suggested the advisability of returning to see 
him soon to discuss specific draft treaties (for the military ~ - 
bases and sea level canal). 


August 4, 4:30 p.m. 


Representative L, Mendel Rivers (D ~ South Carolina) 


Chairman, House Armed Services Committee. Representative Rivers 
expressed a special interest in the arrangements for continuation of 


Uhited States military base rights in Panama and asked questions 
about 


OFFICIAL USE ONLY 


~ 3 


about the methods of determining, within the United States Govern- 
ment, the delineation of base needs. He did not raise ection 

te any specific point in the briefing,but he made a glancing cbser- 
vation about the doubtful wisdom of undertaking the construction 

of a new sea level canal in Panama after the past experiences with 
that country. When Ambassador Irwin suggested the advisability of 
xeturning to see him soon to discuss specific drafts of a military 
base agreement (and a sea level canal treaty), Representative Rivers 
said he would be glad to see the Ambassador at any time. 
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In April 1964, following the January 1964 riots, the two Presidents 
issued a Joint Declaration in which they agreed Lhe two countries would 
discuss and seek to resolve the differences between them. President * 
Chiari of Panama appointed a nogotiating team, and President Johnson 
appointed Ambassador Robert B. Anderson as his representative. Talks 
began, but in October a newly-elected President of Panama, President 
Robles, appointed a new negotiating team, and Ambassador Anderson started 
discussions with the new team of Ambassadors Arias (Panama's Ambassador 
to the United States), de la Rosa and Aleman. 


On December 18, 1964, the President issued a statement to the effect 
that the United States should press forward with Panama and other 
interested governments with plans and preparations for a sea level canal 5 
and that United States should negotiate a new treaty with Panama to ; 
replace the 1903 Treaty. He suggested that the new treaty should recognize 

the sovereignty of Panama and should abolish the concept of perpetuity by 

providing for its own termination as of the time the sea level canal comes 

into operation. He qualified his suggestions by stating that we mst 

retain those rights necessary to insure the effective operation and defense 

of the canal and the welfare of its employees, both United States and non- 

United States. 


In early 1965, Ambassador Anderson asked John N. Irwin II to assist 
in renegotiating the 1903 Treaty and to negotiate sea level canal treaties 
with Panama, Colombia, Nicaragua and Costa Rica. In April Mr. Irwin was 
appointed Special Representative of the United States for Interoceanic 
Canal Negotiations by the President. 


In the summer of 1964, Congress authorized the appointment of a five- 
man commission to recommed where, when, how and by whom a sea level canal 
should be built. In late April, the President appointed five Commissioners: 
Robert B. Anderson, Chairman; Robert G. Storey of Dallas, Texas; Dr. 

Milton Eisenhower; Raymond A. Hill, a California engineer; and Kenneth E. 
Fields, a former General Manager of AEC and now a consultant to General 
Dynamics. The Atlantic-Pacific Interoceanic Canal Study Commission is now 
in the process of organization. 


The Panamanians consider that the negotiations stem from the Joint 
Declaration of the two Presidents in April 1964. On the other hand, we 
have looked to President Johnson's statement of December 18, 1964, for 
our guiding principles. A result of this difference in approach has been 
that the Panamanians consider renegotiation of the 1903 Treaty to be their 

primary mission, whereas we consider the negotiation of a sea level canal 


treaty 
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treaty to be of equal importance. The Panamanians' position has been that 
while they wanted very much to have the sea level canal built in Panama, 
because the United States could not say whether it would ever be built and, 
if built, where, Panama could not subject its national need and aspiration 
for renegotiation of the 1903 Treaty to a canal that might never be built 
and, if built, might not be in Panama. However, Panama has agreed to 
negotiate simultaneously the three treaties desired by the United States, 
namely, an interim treaty with respect to the present canal, a status of 
forces and base rights agreement and a sea level canal treaty, none to be 
executed by the United States unless all are satisfactory. The decision 
to negotiate a separate status of forces and base rights agreement was 
taken in consultation with State, Defense, and the Joint Chiefs, all of 
whom thought it desirable to separate out the military from the various 
canal problems and to negotiate a separate treaty based on the NATO status 
of forces and base rights agreement. 


The tone and direction of the negotiations were set by President Johnson's 
December 18, 1964, statement, particularly his statement of the need for a 

sea level canal, of the desirability of negotiating a new treaty to replace 

the 1903 Treaty, including the recognition of Panama's sovereignty and 
provision for termination when the sea level canal becomes operational, 

and the necessity of the United States retaining rights necessary to 

operate effectively and to defend the canal and to insure the welfare of 

the canal employees. 


In addition to these principles, our foreign policy guidance has been 
to negotiate a treaty which would lessen conflicts between the United 
States and Panama, particularly military confrontations, such as occurred 
in January 1964. This guidance, together with the decision to recognize 

Panamanian sovereignty, led to consideration of possible participation by 

Panama in the management of the canal. Ambassador Anderson suggested this 

to the Panamanians at a meeting in May. Consequently, various forms of 

participation are being discussed, particularly membership on the Board 

of Directors of the Panama Canal Company or, a new concept, a form of 

Joint Authority which would be created by the Treaty, always subject to 

the President's provisos re effective operation, defense and welfare of 

the employees. The proposed recognition of Panamanian sovereignty changes 

the jurisdictional aspects of the present treaty and presents a difficult 

sensitive area for solution. 


With respect to the term of the agreements, much depends initially on 
the selection of the site for a sea level canal. If the United States 


decides 
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decides to build outside of Panama, the Panamanians take the attitude that 
all negotiations are off. They would not want our military bases to remain, 
and there would be a continuing struggle against our administration in the 
present canal, including disorders, riots, etc. If a sea level canal is 
built in Panama, the Panamanians wish to obtain ultimate ownership of the 
canal after its cost has been amortized and after expiration of a certain 
number of years following the amortization date. In other words, the 
Panamanians have thought of the financing of the canal as debt financing. 
On the other hand, to date, we have taken the position that we are thinking 
in terms of part equity financing so that the canal would be owned by the 
holders of the equity even after amortization of the debt capital. We have 
maintained that this is not perpetuity in the sense of the 1903 Treaty, 

but the adoption of the regular commercial concept of a corporation that 
continues until the parties terminate it, permitting in the meantime the 
holding or disposition by any party of its equity interest. Im any case 
the term of the sea level canal treaty should be a long one. The term 

of the status of forces and base rights could be coterminus with the sea 
level canal or for a long term. 
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With respect to a time schedule, the Government of Panama hopes to 
make a statement of progress prior to the opening of Panama's legislature 
in early October. It wishes to do this in order to bolster its political 
strength in the country. The State Department believes we should work 
toward this time schedule if possible and we expect to do our best to try 
to reach fundamental agreement on all three treaties by mid-September. 
There will still be considerable detail work to do after September, but 
if we can reach agreement on basic principles in all three agreements, 
it may be possible for the Panamanians to make such a statement of progress. 
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TRANSLATION 


9, 1965 
MEMORANDUM 
Panama Canal Joint Authority. 


The two countries establish an entity in international 
law which shall have its own juridical personality 


and which shall be named the Panama Canal Joint Authority. 


Il. The Republic of Panama, in the exercise of its sovereignty, 

empowers the Panama Canal Joint Authority to exercise 
within the area which shall be determined in the treaty (hence- 
forth called "the area") the powers and functions which are 


set forth in Clause IV following: 


Iil. Since the Panama Canal is a work in which the Republic 
of Panama and the United States of America have a 
joint and vital interest, the two countries agree that the 
Panama Canal Joint Authority shall have the use and adminis- 
tration of the lock canal, dams, railroads, ports, wharves, 
works, installations, properties and equipment of all kinds 
that, in exercise of the rights that were granted to the United 
States of America by the Convention, treaties, pacts, agree- 
ments and understandings shall be abrogated in conformity 
with the stipulations of the treaty, have been constructed, 
installed or placed by the said country, or by its agencies 


or dependencies, in the area. 


IV. The Panama Canal Joint Authority shall exercise, under 


the conditions and limitations that are set forth 


in this document, the powers and functions which are specified 


in this Clause. With respect to those powers and functions 
which appear in this and other Clauses and which require 


jurisdictional 


jurisdictional power to give them effect, the Republic of 
Panama, in exercise of its sovereignty over the area, invests 
the Panama Canal Joint Authority with jurisdictional power, 
subject to the conditions and limi ions established in 
this document. 

The powers and. functions that the Panama Canal Joint 
Authority shall exercise are the following: 

1) To carry out the administrative functions required 


for the exercise of the powers described in this document. 


2) Within the guidelines /panta: "guide" or "rule™/ 


that are agreed in the treaty, to fix tolls, establish charges 
and tariffs for the services that are provided and adopt 
systems for the modification of these. 

3) To construct and maintain offices, workshops, ware- 
houses and other works necessary to provide services to its 
various dependencies. 

4) To create positions and specify their duties and 
powers and to designate exectuive personnel and other employees. 

5) To establish, in accordance with the following guide- 
lines /pantas/, the system of labor relations with respect to 
the activities that are carried out: 

a) the canal works shall constitute primordially 
a source of employment for Panamanians in 
all labor categories; 
subject to the standard stipulated in sub- 
paragraph a) preceding, there shall be complete 
and absolute equality of treatment of all 
executive personnel and employees without 
distinction of nationality; 
the determination of remuneration for labor in 
all categories shall be based only upon the 
merit or capacity of the employee and his 
seniority of service; 
the positions shall be filled without taking 
into consideration factors of nationality 
or the area of recruitment of the employees 
or any other qualification except those sti- 
pulated in sub-paragraph c) preceding; 


e) 


there shall be equality of labor rights, 
pensions and other compensations for all 
executive personnel and employees; 


f) there shall be adopted short and long term 
training programs for Panamanian man power. 


6) To facilitate the provision of housing to its employees 
and their dependents and working premises to contractors. 

7) To provide electrical energy, water and telephone 
services. 

8) To establish a postal system in which Panamanian 
stamps shall be used exclusively. The representation of the 
postal system before international organisms shall be exercised 
exclusively by the Republic of Panama. 

9) To provide services inherent in the transit of 
ships through the canal. 

10) To adopt and bring about compliance with the 
necessary regulations for conducting commerce, industry and 
all kinds of activities concerning property and services that 
shall be carried out in accordance with the standards set 
forth in Clause XII. 

11) To grant permits for residence within the area to 
those persons who are included in one of the following 
categories: 

a) supervisors, employees, artisans and laborers 
in the service or in the employ of the Panama 
Canal Joint Authority and members of their 
families who are dependent on them; 
contractors who work in the area and their 
employees, artisans and laborers, during the 


carrying out of their contracts, and members 
of their families who are dependent upon them; 


persons who are occupied in religious activities, 
first aid, charity, educational and scientific 
activities exclusively in the area, and members 
of their families who are dependent upon them; 


persons authorized to exercise within the area, 
commerce, industry or activities concerning 
properties or services, and employees of these, 
as well as members of their families who are 
dependent upon them; 


e) 


e) domestic employees of all the persons included 
within the preceding categories. 


12) To establish a system for the administration of 
justice in accordance with the standards that are specified 
in this document. 

13) To establiah a security corps which shall exercise 
the necessary authority to protect persons, lands, installations 
and properties. 

14) To establish a school system for the education of 
the dependents of the persons who reside in the area, as well 
as for the education of those other persons to whom both 
countries may agree to extend the benefit of this school system. 

15) To Maintain departments of hygiene and preventive 
“medicine, hospitals, laboratories, clinics and other 
public health establishments. 

16) To regulate, in conformity of the treaty, the transit 


of public highways and public transportation facilities. 


17) Subject to the guidelines /pantas/ specified in 


the treaty, to conclude agreements with the Republic of 
Panama concerning the provision of water. 

18) To exercise those additional functions and powers 
that may be given jointly /to the Authority/ by both countries 
in the form in which they agree to do this. 

19) To issue and bring about compliance with orders, 
ordinances, regulations and provisions that may be necessary 


to give effect to the aforesaid powers and functions. 


V. The Republic of Panama shall grant to the Panama Canal 
Joint Authority the right to import into the area free 
of customs duties, taxes, contributions or other charges and 


without any restriction ships, locomotives, cars, machinery, 


tools 


bie, nt 


tools, explosives, materials, supplies and other articles 
necessary for the operation and security of the canal and 

its auxiliary works which will be used or consumed directly 
by the Panama Canal Joint Authority for the purposes already 
set forth, as well as for the carrying out of the activities 
that are specified in Clause IV. If such articles, when 

they have been used, shall be transferred by the Panama Canal 
Joint Authority for other use in other parts of the territory 
of the Republic of Panama, these shall be subject to import 
duties and other taxes which are charged on similar articles 
imported under the laws of the Republic of Panama. 

The Panama Canal Joint Authority shall not, in exercise 
of the concession that is granted in the clause, import 
equipment, articles, materials or properties of any kind for 
the purpose of resale to the ships or other other executive 
personnel, employees or other persons. The aforesaid privilege 
of free importation is not extended to the executive personnel 


or employees of the Panama Canal Joint Authority or to any 


other person authorized to reside in the area. 


vI. The Republic of Panama agrees not to charge with taxes 

or contributions, whether they are international, 
municipal, provincial or of any other kind, the Panama Canal 
its auxiliary works, tug boats and other ships employed in 
the service of the canal, warehouses, workshops, offices, housing 
for executive personnel and employees, wharves, machinery and 
‘other works, land and properties used directly by the Panama 
Canal Joint Authority in the exercise of its powers and 


functions specified in Clause IV preceding. 


vil. The Republic of Panama shall permit immigration and free 
access to the area to all persons who, in accordance 
with the standards established in paragraph 12) of Clause IV 


may reside in the area. 


VIII. There shall be full right of free transit on the public 
highways which are open and which may be opened in 


the area. 


IX. The powers of the Panama Canal Joint Authority shall 
be exercised by a commission which shall be composed of 
eight commissioners; each of the countries shall designate, 


according to its choice, four of them. 


X. Under the immediate dependency of the Panama Canal Joint 
Authority, there shall be an Executive Office of the 

Canal which shall carry out its functions as an agency for cen- 

tralizing and directing all the administration dependencies 


of the Panama Canal Joint Authority. 


XI. The system of administration of justice which, in accord- 


ance with the provisions of Clause IV, paragraph 13), 


of this: document shall be adopted by the Panama Canal Joint 
Authority, shall be subject to the following standards: 


a) the penal cases related to acts or attempts 
against the security of the Panama Canal shall 
be within the competence and jurisdiction of 
courts which shall be established by the Panama 
Canal Joint Authority in which there must necessarily 
participate judges who are citizens of the Republic 
of Panama and of the United States of America named 
by the said Panama Canal Joint Authority; 


all other controversies shall be within the com- 
petence and jurisdiction of the judicial system 
of the Republic of Panama. 
XII. Subject exclusively to the laws of the Republic of Panama, 
there shall be permitted, within the area, the exercise 


of commerce, industry and all kinds of activities concerning 


properties and services. 
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After Ambassador John N. Irwin had briefed the following Senators and 
Representatives (along the lines of the attached statement), at the times 
one they manifested the following significant reactions: 


July 23, 9:30 a.m. 
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. Representative Gerald R. Ford, (R - Michigan) 


House Minority Leader, expressed a serious interest in the Canal and 
the negotiations and appeared to recognize the need for developing a fair 
arrangement with Panama for operation of the Canal. He did not raise 
objection concerning any point in the briefing, but he did place considerable 
emphasis on the usefulness of maintaining the position that the United States 
could construct a Canal in a country other than Panama. He said that it 
would be “easy to arrange to have some Member of the House of Representatives 
get up and make a speech advocating the construction of a sea-level Canal 
4n another country." Ambassador Irwin commented that it would seem advisable 
to postpons consideration of this possibility because it might not be 
advantageous to go any farther on this for the present. When Ambassador 
Irwin mentioned the hope of the Panamanian Government that it might gain 
domestic political advantage by publicizing “progress” in the Canal negotiations 
about the time of the opening of the National Assembly on October 1, Rep. Ford 
"wondered what the Panamanian Government could say which might not commit us 
unduly." 

Ls | 
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July 23, 10:45 a.m 


‘Representative Francis P. Bolton, (R ~ Ohio) 


Minority Leader, House Foreign Affairs Committee, showed a marked interest 
and appeared to recognize the need to develop a fair relationship with 
Panama concerning the operation of the Canal, but said she had neverfisited 
the area and had never learned much about it. She reflected the concern that 
had existed in the House concerning the possibility that the United States 
flag might be subordinated, in relation to the Panamanian flag, in display 
in the’ Zone, and Ambassador Irwin said that now the two flags flew side by 
side. She inquired concerning the possibility that the USSR might be seeking 
control or greater ififluence in the Canal and was told there was no current 
indication of that. She asked who gave Ambassador Irwin political guidance, 
when he referred to this, and the names of the members of the Panama Review 
Group were mentioned. She did not raise objection concerning any point in 
the briefing. 
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July 23, 12:00 Noon 


. Representative John W. McCormaek (D - Massachusetts) 


Speaker of the House, frankly advocated "doing as much as can be dane 
for the Panamanians while safeguarding United States fundamental national — 
interests." He said that he was not inclined to be deeply resentful or 
alarmed by the incident in January 1964, and he repeated several times that, 
at the time, he had expressed the view that we should do everything possible 
to avoid "invading Panama with United States forces because of the undesirable 
image this would create for the United States throughout the Hemisphere and 
the World. He said that he had had a long conversation with Representative 
Flood and had expressed his views on this to Mr. Flood. But speaking for 

_ himself alone, he said that he was in favor of concessions to Panamanian 
sovereignty and would support a fair arrangement for Panamanian participation 
in the operation of the Canal. He did not raise objection concerning any 
point in the briefing. : o 


July 23, 2:00 p.m. 


Representative Leonor Kretzer Sullivan, (D - Missouri) 


Chairman, Panama Canal Subcommittee of House Merchant Marine and Fisheries 
Committee, showed a very marked interest in the briefing and in the Canal. She 


had 
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had arranged to have Representative Stanley R. Tupper (R - Maine), one of 
the Subcommittee Members, take part in the conversation, and said she had 
invited others who had not come; she said she hoped Ambassador Irwin would 
appear before her whole subcommittee sometime, and expressed a every. 
interest in being kept informed. 


Mrs. Sullivan and Representative Tupper made a considerable point of 
informing Ambassador Irwin of a letter which the Subcommittee proposed to 
send informally and confidentially to the President, Secretary of the Army, 
Ambassador Robert Anderson, and possibly the Secretary of State advocating 
a ‘civilian Qovernment of the Canal Zone and President of the Canal Company® 
ard advocating that the term of a civilian governor be longer than four ysars 
in order to give him an ovportunity to use experience gained in the position. 
Mrs. Sullivan asked whether Ambassador Irwin saw any objection to her 
sending the letter. Ambassador Irwin said he saw no reason why the Sub- 
committee should not express its views, but thought they should not be 
publicized at this time. He added that with the new concept of a ‘Joint 
_Authority*® for operation of the Canal which has been under discussion with | 
the Panamanian Ambassadors, the selection of a civilian as Administrator 
could be a natural but not necessary result. 


Ambassador Irwin implied that a Joint Authority would include such organi- 


gational changes as to allow readily for the accomplishments of the objectives 
that the Subcommittee would hope to see attained by the measures which the Sub- 
committee plans to recommend in their letter. At no point, however, did 
Ambassador Irwin express any preference as between a civilian or military 
person as the chief executive officer of a newly-organized Canal Authority. 


It was clear, throughout the conversation, that Mrs. Sullivan resents 
the tactics of the Panamanians in trying to gain greater and greater advantages 
from the United States. She expressed resentment, moreover, that when con- 
cessions have been made to them, and property turned over to them, the 
-Panamanians do not make proper use of it. She alluded to the disreputable 
condition of the Washington Hotel, the Hospital, and other installations in 
Colon, which were turned over to the Panama Government. She said "we gave 
them practically everything under the 1955 Agreement and they made no use of 
it." She said that the Commissary employees who are Panamanians had urged 
her to see that the commissaries are not turned over to Panama because they 
would lose their jobs; more importantly, she said, "lt would cost mich more 
to keep the U.S. personnel in Panama if it were not for the commissaries."” 
She commented unfavorably on a bill that had been initiated by Governor Fleming 
which would allow for early retirement of Canal pilots who have had less than 
20 years but over 10 years of service and are 50 years old, and she said this 
was certainly no time to introduce such legislation and amply that the Canal 
is closing down. 
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On the other hand, she emphasized the desirability of maintaining the ~ 
position that we could construct a Canal in a country other than Panama, 
She alluded to the forthright comments of Under Secretary Thomas C. Mann 
on this subject, in Panama, and said that her Subcommittee had been very 
- pleased with the transcript and report on the remarks of Secretary Mann to 
_ the Panamanians when the Subcommittee had an opportunity to Learn about these 
in detail in Panama last February. 


: . In sum, Mrs. Sullivan, who has a very lively interest in all aspects of 
‘the Canal and its operation, feels that wa should watch out that the 
Panamanians do not take excessive advantage of us. She indicated that she 
has a deep desire to look out for the best long-term interests of the United 
States. She gave the impression that she will be willing to examine and 


- consider seriously any new measures designed to accomplish this objective. 


She did not object to any point in the briefing. 
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In April, 1964, following the January, 1964 riots, the 
two Presidents issued a Joint Declaration in which they agreed 
the two countries would discuss and seek to resolve the 
differences between them. President Chiari of Panama appointed 
a negotiating team, and President Johnson appointed Ambassador 
Robert B. Anderson as his prepresentative. Talks began, but 
in October a newly-elected President of Panama, President Robles, 
appointed a new negotiating team, and Ambassador Anderson started 
discussions with the new team of Ambassadors Arias (Panama's 
Ambassador to the United States), de la Rosa and Aleman. 


On December 18, 1964 the President issued a statement to 
the effect that the United States should press forward with 
Panama and other interested governments with plans and prepa- 
rations for a sea level canal and that United States should 
negotiate a new treaty with Panama to replace the 1903 Treaty. 
He suggested that the new treaty should recognize the sovereignty 


of Panama and should abolish the concept of perpetuity by pro- 
viding for its own termination as of time the sea level canal 
comes into operation. He qualified his suggestions by stating 
that we must retain those rights necessary to insure the 
effective operation and defense of the canal and the welfare 
of its employees, both United States and non-United States. 


In early 1965, Ambassador Anderson asked me to assist in 
renegotiating the 1903 Treaty and to negotiate sea level canal 
treaties with Panama, Colombia, Nicaragua and Costa Rica. 


In the summer of 1964, Congress authorized the appointment 
of a five-man commission to recommend where, when, how and by 
whom a sea level canal should be built. In late April, the 
President appointed five Commissioners: Robert B. Anderson, 
Chairman, Robert G. Storey of Dallas, Texas, Dr. Milton Eisenhower, 
Raymond A. Hill a California engineer and Kenneth E. Fields, a 
former General Manager of AEC and now a consultant to General 
Dynamics. The Atlantic-Pacific Interoceanic Canal Study Com- 
mission is now in the process of organization. 


The Panamanians consider that the negotiations stem from 
the Joint Declaration of the two Presidents in April, 1964. On 
the other hand, we have looked to President Johnson's statement 
of December 18, 1964 for our guiding principles. A result of 
this difference in approach has been that the Panamanians con- 
sider renegotiation of the 1903 Treaty to be their primary 
mission, whereas we consider the negotiation of a sea level 
canal treaty to be of equal importance. The Panamanians' position 
has been that while they wanted very much to have the sea level 


canal 
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-ganal built in Panama, because the United States could nol 

say whether it would ever be built and, if built, where, Panama 
could not subject it aspirations for renegotiation of the 1903 
Treaty to a canal that might never be built and, if built, 

mignt not be in Panama. However, Panama has agreed to negotiate 
simultaneously the three treaties desired by the United States, 
namely, an interim treaty with respect to the present canal, 

a Status of forces and base rights agreement and a sea level 
canal treaty, none to be executed by the United States unless 
all were satisfactory. The decision to negotiate a separate 
Status of forces and base rights agreement was taken in con- 
sultation with State, Defense and the Joint Chiefs, all of whom 
thought it desirable to separate out the military from the various 
canal problems and to negotiate a separate treaty based on the 
NATO status of forces and base rights agreement. 


The tone and direction of the negotiations were set by 
President Johnson's December 18 statement, particularly his 
statement of the need for a sea level canal, of the desirability 
of negotiating a new treaty to replace the 1903 Treaty, in- 
cluding the recognition of Panama's sovereignty and provision 
for termination when the sea level canal becomes operational, and 
the necessity of the United States retaining rights necessary to 
operate effectively and to defend the canal and to insure the 
welfare of the canal employees. 


In addition to these principles dealing with effective 
operation, defense and employee welfare, our foreign policy 
guidance has been to negotiate a treaty which would lessen 
the risk of military confrontation of the United States and 
Panama, such as occurred in January, 1964. This guidance, 
together with the decision to recongize Panamanian sovereignty, 
lead to consideration of possible participation by Panama in the 
Management of the Canal. Ambassador Anderson suggested this to 
the Panamanians at a meeting in May. Consequently, various 
forms of participation are being discussed, particularly 
membership on the Board of Directors of the Panama Canal Company 
and a form of Joint Authority which might be created by the 
Treaty, always subject to the President's provisos re effective 
operation, defense and welfare of the employees. The proposed 
recognition of Panamanian sovereignty changes the jurisdictional 
aspects of the present treaty and presents a difficult sensitive 
area for solution. 


With respect to the term of the agreements, much depends 
initially on the selection of the site for a sea level canal. 
If the United States decides to build outside of Panama, the 
Panamanians take the attitude that all negotiations are off. 


They 
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They would not want our military bases to remain, and there 
would be a continuing struggle against our administration in 

the present canal, including disorders, riots, etc. If a sea 
level canal is built in Panama, the Panamanians wish to obtain 
ultimate ownership of the Canal after its cost has been 

amortized and after expiration of a certain number of years 
following amortization date. In other words, the Panamanians 
have thought of financing of the canal as debt financing. 

On the other hand, to date, we have taken the position that 

we are thinking in terms of part equity financing so that the 
canal would be owned by the holders of the equity even after 
amortization of the debt capital. We have maintained that this 
is not perpetuity in the sense of the 1903 Treaty, but the adoption 
of the regular commercial concept of a corporation that continues 
until the parties terminate it, permitting in the meantime the 
holding or disposition by any party of its equity interest. [In 
any case the term of the sea level canal treaty should be a long 
one. The term of the status of forces and base rights could 

be coterminus with the sea level canal or for a long term. 


With respect to a time schedule, the Government of Panama 
hopes to make a statement of progress prior to the opening of 
Panama's legislature in early October. It wishes to do this 
in order to bolster its political strength in the country. 
The State Department believes we should work toward this time 
schedule if possible and we expect to do our best to try to 
reach fundamental agreement on all three treaties by mid- 
September. There will still be considerable detail work to 
do after September, but if we can reach agreement on basic principles 
in all three agreements, it may be possible for the Panamanians to 
make such a statement of progress. 
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After Ambassador John N. Irwin had briefed the following Senators and 
Representatives (along the lines of the attached statement), at the times 
indicated, they manifested the following significant reactions: 


July 22, 9:15 a.m. 
Senator Norris Cotton, (R. - New Hampshire) 
Minority Leader, Senate Commerce Committee, expresed marked interest and 


recognized the need to work toward a fair arrangement with Panama. He did 
not raise objection concerning any point in the briefing. 


July 22, 9:45 a.m. 


Representative William Henry Bates, (R. - Massachusetts) 


Minority Leader, House Armed Services Committee, recognized the need to 
work toward a fair arrangement with Panama, but said he saw no "magic" in 
concluding the arrangements in 1965 and thought more time might be useful. 
He indicated pessimism that the Panamanians would be satisfied with any con- 
cessions and feared we woald be pressed into renegotiations again in a few 
years.‘ He did not raise objection concerning any point in the briefing. 
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FORM ee LIMITED OFFICIAL USE 


a ne ro QUICK’ copy 


LIMITED OFFICIAL USE 
288 
July 22, 10:45 a.m. 


ee ee eee ee ee nae 


Representative Carl B. Albert, (D. - Oklahoma) 


' Majority Leader in the House, commented that "wa seemed on the, right traek” 
bat would have a difficult job to reconcile effective control with the con- 
ceding of a degree of jurisdiction to Panama. He did not object to any point 
in the briefing. 
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July 22, 12:00 Noon 


Sen 


Senator Thomas H. Kuchel, (R. - California) 


Minority Whip in the Senate, recognized the need to work toward a fair 


. arrangement with Panama and recommended that oe President call a meet : 
key Senators and Representatives o: po al parties before a "progress . 


statement" Is S made by the | Government. “of Panama. “Tate in “September « or early 
sa Untebee: He did not ob¥ect to any point in the briefing. 


July 22, 12330 p.m 


stor 


Senator Michael J. Mansfield, (D. - Montana) 


. Majority Leader in the Senate, commented that "we seemed to have the 
situation well in hand,” and he recognized the need to work toward a fair 
arrangement with Panama. He indicated that he was pleased that Ambassador 
Irwin was keeping so many key legislators informed, and he asked particularly 
if Senators Morse and Fulbright had been informed. He did not object to 
any point in the briefing. 
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é July 22, 3:00 p.m. 
Senator Everett McK. Dirksen, (R. - Illinois) 


Senate Minority Leader, raised no objection to the information given 
him, expressed interest and appreciation in being informed, and said that he 
would be available any time further briefing seemed desirable. He said 
specifically that he did not wish to see the draft military and sea~level 
canal agreements that might be ready in the next couple of weeks. He 
appeared to recognize the need for a new and fair arrangement with Panama. 
He suggested that Senator Tower of Texas be informed since his State is 
close to the Canal. 


Senator Wayne Morse 
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July 22, 4:00 p.m. 


Senator Wayne Morse, (D. - Gregon) 


Chairman of Senate Subcommittee on Inter-American Affairs of Foreign 
Relations Committee, indicated general approval of the course of the 
negotiations, expressed interest and appreciation in being informed, and 
said that he wished to help “keep up the support" in the Senate for the 
negotiations until they are completed. He recognized the need for a new 
and fair arrangement with Panama. : 


July 22, 5:00 p.m. 
Senator George D. Aiken, (R. - Vermont) 


Member, Inter-American Affairs Subcommittee of Senate Foreign Relations 
Committee, raised no objection to the information given him, expressed 
interest and appreciation in being informed, and appeared to recognize a 
need for a new and fair arrangement with Panama. 
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called on Senator Fulbright. Ambassador MacArthur opened the 
discussion by saying that the purpose of our call was to bring 
the Senator up~to-date on negotiations with the Panamanians. 

I gave, in substance, the following account of the background and 
current status of the negotiations. 


On July 8, 1965 at 3.30 p.m., Ambassador MacArthur and I 


Po vet amt TFT oa ales Hye 


In April, 1964, following the January, 1964 riots, the two 
Presidents issued a Joint Declaration in which they agreed the 
two countries would discuss and seek to resolve the differences | 
between them. President Chiari of Panama appointed a negotiating 
team, and President Johnson appointed Ambassador Robert B. Anderson 
as his representative. Talks began, but in October a newly~elected 
President of Panama, President Robles, appointed a new negotiating’ 
team, and Ambassador Anderson started discussions with the new 
team of Ambassadors Arias (Panama's Ambassador to the United States,) 
Ge la Rosa and Aleman. I described briefly the Panamanian nego- 


tiators. 


On December 18, 1964 the President issued a statement to the 
effect that the United States should press forward with Panama 
and other interested governments with plans and preparations for 
a sea kevel canal and that United States should negotiate a new 
treaty with Panama to replace the 1903 Treaty. He suggested 
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that the new treaty should recognize the sovereignty of Panama 
and should abolish the concept of perpetuity by providing for 
its own termination as -of time the sea level canal comes into 
operation. He qualified his suggestions by stating that we must 
retain those rights necessary to insure the effective operation 
and defense of the canal and the welfare of its employees, both 
United States and non-United States. 


In early 1965, Ambassador Anderson asked me to assist in 
_ renegotiating the 1903 Treaty and to negotiate sea level canal 
treaties with Panama, Colombia, Nicaragua and Costa Rica. 


In the summer of 1964, Congress authorized the appcintment 
of a five-man commission to recommend where, when, how and by 
whom a sea level canal should be built. In late April, the 
President appointed five Commissioners: Robert B. Anderson, 
‘Chairman, Robert G. Storey of Dallas, Texas, Dr. Milton Eisenhower, 
_Baymond A. Hill a Californian engineer and Kenneth E. Fields, a 
former General Manager of AEC and now a consultant to General 
Dynamics. The Atlantic-Pacific Interoceanic Canal STudy Commission 
. is now in the process of organization. 


The Panamanians consider that the negotiations stem from 
the Joint Declaration of the two Presidents in April, 1964. On 
the other hand, we have looked to President Johnson's statement 
of December 18, 1964 for our guiding principles. A result of this 
difference in approach has been that the Panamanians consider 
renegotiation of the 1903 Treaty to be their primary mission, 
whereas we consider the negotiation of a sea level canal treaty 
to be of equal importance. The Panamanians' position has been 
that while they wanted very much to have the sea level canal 
built in Panama, because the United States could not say whether 
it would ever be built and, if built, where, Panama could not 
‘subject its aspirations for renegotiation of the 1903 Treaty to 
a canal that might never be built and, if built, might not be in 
Panama. However, Panama has agreed to negotiate simultaneously 
the three treaties desired by the United States, namely, an interim 
treaty with respect to the present canal, a status of forces and 


-. base rights agreement and a sea level canal treaty, none to be 


executed by the United States unleSS: all were satisfactory. The 
Gecision to negotiate a separate status of forces and base rights 
agreement was taken in consultation with State, Defense and the 
Jcint Chiefs, all of whom thought it desirable to separate out the 
military from the various canal problems and to negotiate a 
sevarate treaty based on the NATO status of forces and base 

rights agreement. 


& 
The tone and direction of the negotiations were set by 
President Johnson's December 18 statement, particularly his 


statement 
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Statement of the need for a sea level canal, of the desirability 
of negotiating a new treaty to replace the 1903 Treaty, including 
the recognition of Panama's sovereignty and provision for term- 
ination when the sea level canal becomes operational, and the 
necessity of the United States retaining rights necessary: to 
operate effectively and to defend the canal and to insure the 
welfare of the canal employees. 


In addition to these principles dealing with effective 
operation, defense and employee welfare, our foreign policy 
guidance has been to negotiate a treaty which would be a base 
for viable and friendly relations with Panama and would lessen 
the risk of military confrontation of the United States and Panama, 
such as occurred in January, 1964. This guidance, together with 
the decision to recognize Panamanian sovereignty, lead to consider- 
ation of possible participation by Panama in the Management af the »” 
Canal. Ambassador Anderson suggested this to the Panamanians at 
a meeting in May. Consequently, various forms of participation 
are being discussed, particularly membership on the Board of 
Directors of the Panama Canal Company and a form of Joint Authority 
which might be created by the Treaty, always subject to the President's 
provisos re effective operation, defense and welfare of the employees. 
The proposed recognition of Panamanian sovereignty changes the 
jurisdictional aspects of the present treaty and presents a difficult 
sensitive area for solution. 
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: With respect to the term of the agreements, much depends ini- 
tially on the selection of the site for a sea level canal. If the 
United States decides to build outside of Panama, the Panamanians 
take the attitude that all negotiations are off. They would not 
want our military bases to remain, and there would be a continuing 
struggle against our administration in the present canal, including 
disorders, riots, etc. If a sea level canal is built in Panama, 
the Panamanians wish to obtain ultimate ownership of the Canal 
after its cost has been amortized and after expiration of a certain 
number of years following amortization date. In other words, the 
Panamanians have thought of financing of the canal as debt financing. 
Qn the other hand, to date, we have taken the position that we are 
thinking in terms of part equity financing so that the canal would 
be owned by the holders of the equity even after amortization of the 
debt.capital. We have maintained that this is not perpetuity in the 
sense of the 1903 Treaty, but the adoption of the regular commercial 
concept of a corporation that continues until the parties terminate 
it, peimitting in the meantime the holding or disposition by any 
party of its equity interest. In any case the term of the sea 
level canal treaty should be a long one. The term of the status 
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of forces and base rights could be coterminus with the sea level 
canal or for a long term. 


With respect to a time shedule, the Government of Panama 
hopes to make a statement of progress prior to the opening of 
Panama's legislature in early October. It wishes to do this 
in order to bolster its political strength in the country. 

The State Department believes we should work toward this time 
schedule if possible and we expect to do our best to try to 

reach fundamental agreement on all three treaties by mid=September. 
There will still be considerable detail work to do after September, 
but if we can reach agreement on basic principles in all three 
agreements, it may be possible for the Panamanians to make such a 
statement of progress. 


Senator Fulbright said that he appreciated our coming and 
xiefing him, but that his primary interest related to whether 
or not we were considering internationalization of the proposed 
sea level canal. I said that we were considering seriously esta- 

blishing some form of international operation for a sea level 
canal; that originally the Panamanians were opposed to inter- 
nationalization, but more recently seemed willing to consider 
it. One formula suggested by State and Defense Departments 
has been to have an International Authority composed of United 
States, the host country, representatives of the financing 
interest and representatives of the users - in this case, the 
users break down into two groups, shipping nations and those 
nations who provide most of the cargoes that transit the canal. 


Senator Fulbright said that this was interesting and en- 

-couraging and asked whether we had considered internationalization 
of the present canal. I said there had been some discussion of 
this as a possibility, but it seemed more likely that the operation 
of the present canal would be handled bilaterally and the sea 

level canal through some form of internationalization. I commented 
that there was a school of thought considering bilateral agreement 
otr the sea level canal as preferable. Senator Fulbright commented 
that there might be difficulty with him if there was not some form 
of internationalization with respect to the sea level canal, but 
he had no strong feelings with respect to the present canal being 


bilateral. 


On departing, I emphasized again the sensitive areas of the 
negotiations were the question of a Joint Authority, jurisdiction, 
effective operation, defense and employee welfare. 


LIMITED OFFICIAL USE 


ay he 
Fe bn DEP agi Se 
rn a a a oe 


Bie . goin) eb Foe une ts ae 
ee | Pi Bos Lege bee et 


woe 


sek 


cag, Ee '& 
4 on Stew saan be’ By 


ane EAT EM Hite RAISES £2 Aah tet otiaadyabaal wrewa, Oe enti el tise ab orshetnee HARA Iry nc cenintele mats Te ANE an mt Be meta ef we heeled Vile aca aeeio! 


ae: JNIrwin: str ———CONELSENTIAL— 
TU Dratting Office and Offcer} 
S . DEPARTMENT OF STATE 


Mee 
Memorandurtustotassammediortice 


Q, 


1965 JUL 28 Py 7 ppaTe: July 7, 1965 


t 


ate 


ieee DECLASSIFIED : 
SUBJECT; Negotiations with Panamanians i 
Authority _ STATE letter MAK 28 1980 : 


. t 
PARTICIPANTS: Senator Richard B. Russell (Ga.) 


Ambassador MacArthur Mr. Stanley Resor, 
Ambassador Irwin Secretary of the Army 


COPIES TO: Ambassador Anderson H - Ambassador MacArthur 
M-~ Mr. Mann ARA - Mr. Vaughn PAN - Mr. Clark 
White House - Mr. Bundy Secretary Resor 


[oe EE EEEE———————————EEe—EEEEE—E—EE—————————————————E—E—E—————————————————————— 
fa /Secretary Resor 3 
On July 3, 1965 at 4.15 p.m.,/Ambassador MacArthur and I 
called on Senator Richard B. Russell. Ambassador MacArthur 
ovened the discussion by saying that the purpose of our call was 
to bring the Senator up-to-date on negotiations with the Panamanians. 
I gave in substance the following account of the background and 
current status of the negotiations. 


In April 1964, following the January 1964 riots, the two 
Presidents issued a Joint Declaration in which they agreed the 
two countries would discuss and seek to resolve the differences 
between them. President Chiari of Panama appointed a negotiting 
team, and President Johnson appointed Ambassador Robert B. Anderson 
.as his representive. Talks began, but in October a newly-elected 
President of Panama, President Robles, appointed a new negotiating 
team, and Ambassador Anderson started discussions with the new 
team of Ambassadors Arias {Panama's Ambassador to the United 
States), de la Rosa and Aleman. I described briefly the Panamanian 
-negotiators.- 


On December 18, 1964, the President issued a statement to 
the effect that the United States should press forward with 
Panama and other interested governments with plans and preparations 
or a sea level canal and that United States should negotiate a new 
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treaty with Panama to replace the 1903 Treaty. He suggested 
that the new treaty should recognize the sovereignty of Panama 
and should abolish the concept of perpetuity by providing for 
_its own termination as of time the sea level canal comes into 
‘Operation. He qualified his suggestion by stating that we must 
_ xetain those rights necessary to insure the effective pperation 
and defense of the canal and the welfare of its employess, both 
United States and non-United States. 


In early 1965, Ambassador Anderson asked me to assist in 
renegotiating the 1903 Treaty and to negotiate sea level canal 
treaties with Panama, Colombia, Nicaragua and Costa Rica. 


In-the summer of 1964, Congress authorized the appointment 
of a five-man commission to recommend where, when, how and by 
whom a sea level canal should be built. In later April of this 
_ year, the President appointed the Commissioners. I described briefly 
the members of the Atlantic-Pacific Interoceanic Canal Study Com- 
mission and the fact that it had met twice and was in the process 


. O£ organization. 
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The Panamanians consider that the negotiations stem from 

the Joint Declaration af the two Presidents in April, 1964. 

On the other hand, I have looked to President Johnson's statement 
of December 18, 1964 for my guiding principles. A result of this 
difference in approach has been that the Panamanians consider 
renegotiation of the 1903 Treaty to be their primary mission, 

-whereas I consider the negotiation of a sea level canal treaty 

. to be of equal importance. The Panamanians' position has been 

_ that while they wanted very much to have the sea level eanal 

. bullt in Panama, because the United States could not say whether 

. Lt would ever be built, and if built, where, Panama could not 
subject its aspirations for renegotiation of the 1903 Treaty to 
a canal that might never be built and, if built, might not be in 

' Panama. However, Panama has now agreed to negotiate simultaneously 
the three treaties desired by the United States, namely, an interim 
treaty with respect to the present canal, a status of forces and 
base rights agreement and a sea level canal treaty, none to be 
executed by the United States unless all were satisfactory. 
The decision to negotiate a separate status of foreces and base 
rights agreement was taken in consultation with State, Defense 
and the Joint Chiefs, all of whom thought it desirable to separate 
out the military from the various canal problems and to negotiate 
a separate treaty based on the NATO status of forces and base 


rights agreement. 
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The tone and direction of the negotiations were set by 
President Johnson's December 18 statement, particularly his 
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statement of the need for a sea level canal, of the desirability 
of negotiating a new treaty to replace the 1903 Treaty, including 
the recognition of Panama's sovereignty and provision for term- 
ination when the sea level canal becomes operational, and the 
necessity of the United States retaining rights necessary to 
operate effectively and to defend the canal and to insure the 
welfare of the canal employees. 


In addition to these principles dealing with effective 
operation, defense and employee welfare, my foreign policy 
guidance has been to negotiate a treaty which would be a base 
for.viable and friendly relations with Panama and would lessen 
the risk of military confrontation of the United States and 
Panama, such as occurred in January, 1964. This guidance, 
_ together with the decision to recognize Panamanian sovereignty, 
lead to consideration of possible participation by Panama in the 
ranagement of the Canal. Ambassador Anderson suggested this to the 
. Panamanians at a meeting in May. Consequently, various forms of 
-participation are being discussed, from membership on the Board 
of Directors of the Panama Canal Company to some form of a Joint 
Authority which might be created by the Treaty, always subject 
to the President's provisos re effective operation, defense and 
the welfare of the employees. The proposed recognition of Panamanian 
sovereignty changes the jurisdictional aspects of the present treaty 
and presents a difficult, sensitive area for solution. 


With respect to the term of the agreements, much depends 

initially on the selection of the site for a sea level canal. 

-X£ the United States decides to build outside of Panama, the 
Panamanians take the attitude that all negotiations are off. 
They would not want our military bases to remain, and there 
would be a continuing struggle against our administration in 
the present canal, including disorders, riots, etc. If a sea 
level canal is built in Panama, the Panamanians wish to obtain 

' ultimate ownership of the Canal after its cost has been amortized 
and after expiration of a certain number of years following 
amortization date. In other words, the Panamanians have thought 
of financing the canal as debt financing. On the other hand, 
to date, we have taken the position that we are thinking in terms 
of part equity financing so that the canal would be owned by 
the holders of the equity even after amortization of the debt 
capital. Wehave maintained that this is not perpetuity in the 
sense of the 1903 Treaty, but the adoption of the regular commercial 
concept of a corporation that continues until the parties terminate 
it} permitting, in the meantime, the holding or disposition by any 
party of its equity interest. In any case the term of the sea 
level canal treaty should be a long one. The term of the status 


of forces 


—CONSERENPEAL———— 


-~ 4 - 


of forces and base rights could be coterminus with the sea level 
canal or for a long term. 


& 


With respect to a time schedule, the Government of Panama 
- hopes to make a statement of: progress prior to the opening of 
. * Panaman's legislature in early October. It wishes to:do this 
’ in .order to bolster its political strength in the country. 
' The State Department believes we should work toward this time 
' schedule if possible and we expect to do our best to try to 
reach fundamental agreement on all three treaties by mid- 
. September. There will still be considerable detail work to do 
; after September, but if we can reach agreement on basic prin- 
. Giples in all three agreements, it may be possible for the 
‘‘Panamanians to make such a statement of progress. 
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° Senator Russell said he appreciated our coming to tell him 

: o£ the negotiations, but that he realized this was primarily 

. problems of the Foreign Relations Committee, except for his 

: interest in the military side. He said that he was not 

- sympathetic to the complaint of the Panamanians because he 

. thought that over the years, United States had been very 
generous to them and, of course, had operated the Canal effi- 

“egiently and to the benefit of world commerce. 
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In answer to questions, we elaborated on various points 
‘above and discussed the current political, economic and social 
situation in Panama. 
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On departing, I emphasized again the sensitive areas of the 
-negotiations were the question of a Joint Authority, jurisdiction, 
effective operation, defense and employee Welfare. 
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MEMORANDUM FOR MR, McGEORGE BUNDY 
THE WHITE HOUSE 


Subject: Status of Canal Negotiations 


At the meeting with the Panamanian Representatives 
on May 19, Ambassador Irwin outlined the new approach 
which he had been authorized to take in the negotiations, 
which was well received by the Panamanians. Meetings on 
May 20 and May 25 were devoted to an elaboration by the 
Panamanian Representatives of the points in a proposed 
agenda for the discussions which they had submitted 
earlier to Ambassador Anderson, These last two meetings 
were primarily for the purpose of better acquainting 
Ambassador Irwin with the Government of Panama's posi- 
tion on these points prior to his forthcoming departure 
for Panama on May 27 for visits with President Robles, 
Foreign Minister Eleta, and other Panamanian Government 
officials. 


Ambassador Anderson met with the United States and 
Panamanian negotiating teams at his offices in New York 
on May 22, There was a full discussion of possible 
Panamanian participation in the operation and defense 
of the present canal and of the termination clause which 
should be incorporated in the new treaty on the existing 
canal, Ambassador Anderson asked the negotiators to be- 
gin drafting treaty language covering these points, It 
was generally agreed that this was a very satisfactory 
meeting which had advanced the negotiations and narrowed 
the differences, The Panamanians seemed particularly 
pleased at the progress made at the May 22 meeting. 


Since the last report, Mr. Irwin has consulted with 
Senators Dirksen and Kuchel, He has appointments to call 
on Congressman Flood and Congressman Maillard this 
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